REVI SED, May 27, 1998
IN THE UNI TED STATES COURT OF APPEALS
FOR THE FI FTH Cl RCU T

No. 97-20096

ELVI S PRESLEY ENTERPRI SES, | NCORPORATED,

Pl ai ntiff-Appellant,
V.
BARRY CAPECE, A United States Citizen; VELVET
LIMTED, A Texas Limted Partnership; AUDLEY
| NCORPORATED, A Texas Corporation,

Def endant s- Appel | ees.

Appeal fromthe United States District Court
for the Southern District of Texas

May 7, 1998
Bef ore REYNALDO G GARZA, KING and BENAVIDES, G rcuit Judges.
KING Circuit Judge:

Plaintiff-appellant Elvis Presley Enterprises, Inc. appeals
the district court’s judgnent that defendants-appellees’ service
mark, “The Velvet Elvis,” does not infringe or dilute its federal
and common-| aw trademarks and does not violate its right of

publicity in Elvis Presley’s nane. See Elvis Presley Enters. v.

Capece, 950 F. Supp. 783 (S.D. Tex. 1996). Because the district
court failed to consider the inpact of defendants-appellees’
advertising practices on their use of the service mark and

m sapplied the doctrine of parody in its determ nation that “The

Vel vet Elvis” mark did not infringe Elvis Presley Enterprises,



Inc.’s marks, we reverse the district court’s judgnent on the
trademark infringenment clainms and remand the case for entry of an
i njunction enjoining the use of the infringing mark.

. BACKGROUND

Plaintiff-appellant Elvis Presley Enterprises, Inc. (EPE) is
the assignee and registrant of all trademarks, copyrights, and
publicity rights belonging to the Elvis Presley estate. EPE has
at | east seventeen federal trademark registrations, as well as
comon- | aw trademarks, for “Elvis Presley” or “Elvis” and ot her
registrations for his |ikeness. However, none of these marks is
registered for use in the restaurant and tavern business. Prior
to trial, EPE announced plans to open a Menphis nightclub as part
of a possible worldw de chain. The Menphis nightclub opened
subsequent to trial. EPE licenses a wide variety of products and
operates Graceland, Elvis's hone, as a tourist attraction with
adj acent retail stores and restaurants. Over 700,000 visitors
per year cone fromall fifty states and fromaround the world to
visit Graceland. Merchandi se sal es have brought in over $20
mllion in revenue over a five-year period and account for the
| argest portion of EPE s revenue.

In April 1991, defendant-appellee Barry Capece, operating
through the limted partnership Beers 'R Us, opened a nightclub
on Kipling Street in Houston, Texas called “The Velvet Elvis.”

On August 28, 1991, Capece filed a federal service mark
application for “The Vel vet Elvis” for restaurant and tavern

services with the United States Patent and Trademark O fice



(PTO. In Decenber 1992, the service mark was published in the

Oficial Gazette of the United States Patent and Trademark O fice

as required by 15 U.S.C. § 1062(a). EPE was aware of this
publication, but did not file an opposition to the mark’s
registration within thirty days under 15 U S.C. § 1063.
Accordingly, the PTO issued a service mark registration to Capece
for use of “The Velvet Elvis” mark on March 9, 1993. The Kipling
Street nightclub closed in July 1993 for business reasons.

After the Kipling Street location’s closing, Capece began
soliciting investors to reopen the nightclub at a new | ocati on.
The new ni ghtclub, to be | ocated on R chnond Avenue, woul d have
the sanme nane, “The Velvet Elvis,” but it would be run by a new
limted partnership, Velvet, Ltd. Audley, Inc. is the general
partner of Velvet, Ltd., and Capece is the sol e sharehol der of
Audl ey, Inc.! Capece began renovating the new location in
January 1994. In July 1994, EPE contacted Capece by letter,
threatening himwth legal action if the bar opened with “Elvis”
inits nanme. The R chnond Avenue | ocati on opened in August 1994
under the name “The Velvet Elvis.”

The Defendants’ bar serves a wide variety of food and
i quor, including prem um scotches and bourbons. The nenu itens
range from appetizers to full entrees. Live nmusic is regularly
featured at the bar, and the bar clains to be the first cigar bar

in Houston. |Its decor includes velvet paintings of celebrities

! Hereinafter, we will refer to Barry Capece; Velvet, Ltd.;
and Audl ey, Inc. collectively as the Defendants.

3



and femal e nudes, including ones of Elvis and a bare-chested Mna
Lisa. Oher “eclectic” decorations include |ava |anps, cheap
ceram c scul ptures, beaded curtains, and vinyl furniture.

Pl ayboy centerfolds cover the nen’s room wal |l s.

In addition to the velvet painting of Elvis, the bar’s nenu
and decor include other Elvis references. The nenu includes
“Love Me Blenders,” a type of frozen drink; peanut butter and
banana sandw ches, a favorite of Elvis's; and “Your Foot bal
Hound Dog,” a hotdog. The nenu bears the caption “The King of
Dive Bars,” and one nenu publicized “Oscar at The Elvis,” an
Acadeny Awards charity benefit to be held at the bar. Nunerous
magazi ne phot ographs of Elvis, a statuette of Elvis playing the
guitar, and a bust of Elvis were also anong the decorations. By
the time of trial, many of these decorations had been renoved
fromthe Defendants’ bar and replaced with non-Elvis itens.

Pictures and references to Elvis Presley appeared in
advertising both for the Kipling Street |ocation and for the
Ri chnmond Avenue | ocation fromthe date it opened through early
1995, and sone ads enphasi zed the “Elvis” portion of the nanme by
“boldly display[ing] the ‘Elvis’ portion of ‘The Velvet Elvis’
insignia wth an al nost unnoticeable ‘ Vel vet’ appearing al ongsi de

in smaller script.” Elvis Presley Enters. v. Capece, 950 F

Supp. 783, 789 (S.D. Tex. 1996). The Defendants nade direct
references to Elvis and Graceland in advertisenents with phrases
such as “The King Lives,” “Viva |la Elvis,” “Hunka-Hunka Happy

Hour,” and “Elvis has not left the building.” Advertisenents



al so included a crown | ogo above the “V’ in “The Vel vet Elvis”
mar k. Advertised pronotional events at the Defendants’ bar have
i ncl uded parties commenorating Elvis's birth and death and
appearances by Elvis inpersonators and Elvis Presley’s drummer.
Sone advertisenents publicizing the opening of the R chnond
Avenue | ocation included direct references to Elvis and used the
tag-line “the | egend continues” w thout using “The Vel vet Elvis”
mar K.

In April 1995, EPE filed suit against the Defendants,
alleging clains for federal and common-|law unfair conpetition and
trademark infringenment, federal trademark dilution, and violation
of its state-law rights of publicity in Elvis Presley’ s nane and
i keness. EPE sought injunctive relief, costs, attorneys’ fees,
and an order to the Comm ssioner of Patents and Trademarks to
cancel Capece’s registration for “The Velvet Elvis.” The case
was tried to the district court, which ruled in favor of EPE on
its clainms of trademark infringenment and unfair conpetition
relating to the Defendants’ advertising practices, but not those
clains relating to their use of “The Velvet Elvis” service mark
Id. at 796-97. |In addition, the court ruled in favor of EPE on
its right of publicity claimin relation to the use of Elvis’'s
name and |i keness, but again not in relation to the use of “The
Vel vet Elvis” service mark. 1d. at 801-02. As to the clains
upon whi ch EPE succeeded, the district court granted injunctive
relief barring the use, in connection with the pronotion or

advertising of the bar, of “the image or |ikeness of Elvis



Presl ey, phrases that are inextricably linked to the identity of
Elvis, or fromdisplaying the ‘Elvis’ portion of their service
mark in print larger than that used for its counterpart
‘“Velvet.’”” 1d. at 803. Upon all other clains, the district
court ruled in favor of the Defendants and denied all other
relief. 1d. EPE now appeals.
1. DI SCUSSI ON

EPE has appeal ed that portion of the district court’s
judgnent denying relief on its trademark infringenment clains, its
federal dilution claim and its right of publicity claimbased
only upon the Defendants’ use of “The Velvet Elvis” mark and the
district court’s denial of an accounting of profits and
attorneys’ fees. Because it ruled in favor of the Defendants,
the district court did not reach their defenses of |aches or
acqui escence. The Defendants reassert these defenses on appeal
as alternative bases for affirmng the district court’s
judgrment.? W consider each issue in turn.

A Trademark | nfri ngement

The district court clearly stated EPE' s claim

[EPE] clainms the inclusion of its “Elvis” trademark in
the service mark “The Velvet Elvis” coupled with
Def endants’ use of the inage and |ikeness of Elvis

2 The Defendants asserted a First Amendnent defense to
trademark infringenment below, but they do not reassert it on
appeal , thus abandoning the defense. See Brinkman v. Dall as
County Deputy Sheriff Abner, 813 F.2d 744, 748 (5th Cr. 1987)
(“We will not raise or discuss |egal issues that [appellant] has
failed to assert.”); Fehl haber v. Fehl haber, 681 F.2d 1015, 1029
(5th Gr. Unit B 1982) (noting that a failure to brief and argue
a constitutional defense is grounds for finding that the defense
has been abandoned).




Presl ey in advertising, pronoting, and rendering bar
services creates confusion as to whether EPE |icensed,
approved, sponsored, endorsed or is otherw se
affiliated with “The Vel vet Elvis,” constituting unfair
conpetition and trademark infringenent under the comon
| aw and Lanham Act .
ld. at 789. The district court also correctly stated the
generally applicable lawin this circuit to a trademark
infringement claim 1d. at 789-91. First, we will sumari ze
this applicable I aw and then exam ne the district court’s
deci si on.

1. Applicable | aw

For EPE to prevail on its trademark infringenent claim it
must show that the Defendants’ use of “The Velvet Elvis” mark and
i mge, |ikeness, and other referents to Elvis Presley creates a
I'i kel i hood of confusion in the mnds of potential consuners as to
the source, affiliation, or sponsorship of the Defendants’ bar.

See Society of Fin. Examirs v. National Ass'n of Certified Fraud

Examirs, Inc., 41 F. 3d 223, 227 (5th Gr.), cert. denied, 515

U S 1103 (1995); Oeck Corp. v. US. Floor Sys., Inc., 803 F. 2d

166, 170 (5th GCr. 1986); see also 15 U S.C. 88 1114(1),
1125(a) (1) (A). Liability for trademark infringenent hinges upon
whet her a |i kelihood of confusion exists between the narks at

i ssue. See Society of Fin. Examirs, 41 F.3d at 227. Li kel i hood

of confusion is synonynous with a probability of confusion, which

is nmore than a nere possibility of confusion. See Blue Bell Bio-

Med. v. Gn-Bad, Inc., 864 F.2d 1253, 1260 (5th Cr. 1989); see

also 3 J. THowas MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAI R COVPETI TI ON
§ 23:3 (4th ed. 1997). A determnation of a |ikelihood of
7



confusion under federal lawis the sane as the determ nation of a
li keli hood of confusion under Texas |law for a tradenark

infringenment claim See Zapata Corp. v. Zapata Trading Int’l,

Inc., 841 S.W2d 45, 47 (Tex. App.--Houston [14th Dist.] 1992, no
wit) (applying Texas law to a trademark infringenment claim; see

also Blue Bell Bio-Med., 864 F.2d at 1261 (citing Chevron Chem

Co. v. Voluntary Purchasing Goups, Inc., 659 F.2d 695, 706 (5th

Cr. Unit A Cct. 1981) (applying Texas law to an unfair trade
practices clain).?

In determ ning whether a likelihood of confusion exists,
this court considers the foll ow ng nonexhaustive list of factors:
(1) the type of trademark allegedly infringed, (2) the simlarity
between the two marks, (3) the simlarity of the products or
services, (4) the identity of the retail outlets and purchasers,
(5) the identity of the advertising nedia used, (6) the
defendant’s intent, and (7) any evidence of actual confusion.

See Conan Properties, Inc. v. Conans Pizza, Inc., 752 F.2d 145,

149 (5th Cr. 1985). No one factor is dispositive, and a finding

of a likelihood of confusion does not even require a positive

3 The district court found that Texas law applied in its
di scussion of EPE s statutory right of publicity. Elvis Presley
Enters., 950 F. Supp. at 800-01. No explicit choice-of-I|aw
determ nation was made in relation to the state trademark or
unfair conpetition clainms. For the sane reasons that the
district court stated inits opinionin relation to the right of
publicity, id., it would have determ ned that Texas | aw applied
to the trademark infringenent clains. Because EPE does not
di spute this determnation by the district court, we will follow
the district court and apply the laws of Texas to all the state
| aw cl ai mrs. See Snydergeneral Corp. v. Continental Ins. Co., 133
F.3d 373, 375 (5th Cr. 1998).




finding on a majority of these “digits of confusion.” 1d. at

150; see also Society of Fin. Exanmirs, 41 F.3d at 228 & n. 15. I n

addition to the listed factors, a court is free to consider other
relevant factors in determ ning whether a |ikelihood of confusion

exi sts. See Arnto, Inc. v. Arnto Burglar Alarm Co., 693 F. 2d

1155, 1160-61 (5th Gr. 1982). Parody is one such other rel evant
factor that a court nmay consider in a |ikelihood-of-confusion

analysis. See Dr. Seuss Enters. v. Penguin Books USA, Inc., 109

F.3d 1394, 1405 (9th Cr.), cert. dismssed, 118 S. . 27
(1997); N ke, Inc. v. “Just Did It” Enters., 6 F.3d 1225, 1231

(7th Gr. 1993) (holding that parody is not an affirmative
defense to trademark infringenent but that it can be an
additional factor in a |likelihood-of-confusion analysis);

Jordache Enters. v. Hogg Wild, Ltd., 828 F.2d 1482, 1486 (10th

Cir. 1987) (considering parody as a factor in determ ni ng whet her
a |likelihood of confusion exists).

Nei t her the trademark and service mark regi strations of EPE
or the service mark registration of Capece di sposes of EPE s
trademark infringement claim Proof of registration of a service
mark or trademark is only prim facie evidence of the
registrant’s exclusive right to use the mark in comerce for the
services specified in the registration. 15 U S. C. § 1115(a).
However, such proof does “not preclude another person from
proving any | egal or equitable defense or defect . . . which
m ght have been asserted if such mark had not been registered.”

ld. A registration only becones conclusive evidence of a



registrant’s exclusive right to use a mark after five consecutive
years of continuous use in commerce, subject to a few enunerated
defenses. 1d. 88 1065, 1115(b). *“The Velvet Elvis” mark has not
becone incontestable, but Capece’ s registration of the mark
constitutes prima facie evidence of the mark’s validity and that
there is no likelihood of confusion with previously registered
marks. See i1d. 8 1115(a). EPE s registration of the Elvis and
Elvis Presley marks establishes that it is entitled to protection
frominfringenment by junior users, thereby neeting the threshold
requi renent that the plaintiff nust possess a protectible mark,
whi ch nust be satisfied before infringenent can be actionabl e.

ld. 88 1052(d), 1057, 1115(a); see also Soweco, Inc. v. Shell Ol

Co., 617 F.2d 1178, 1184 (5th G r. 1980).

2. The deci sion bel ow

After correctly sunmarizing the applicable law, the district
court then proceeded to consider EPE s trademark infringenent and
unfair conpetition clains. In doing so, the court explicitly
isolated its consideration of “The Velvet Elvis” mark and the

bar’s decor from any consi deration of the Defendants’ advertising

and pronotional practices. Elvis Presley Enters., 950 F. Supp.
at 791, 797.

a. Service nark and the bar’s decor

Begi nning with the bar’s decor and “The Vel vet Elvis” mark,
the district court considered each of the digits of confusion in
turn. First, on the type of mark, the district court found that

EPE has strong marks, but that the “Defendants’ use of the
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service mark ‘ The Vel vet Elvis’ when conbined with the bar’s
gaudy decor fornfs] an integral part of Defendants’ parody of the
faddi sh, eclectic bars of the sixties.” 1d. at 792. The
district court found that the mark “synbolizes tacky, ‘cheesy,’
vel vet art, including, but not limted to velvet Elvis paintings”
and that “the image of Elvis, conjured up by way of velvet

pai ntings, has transcended into an iconoclastic formof art that
has a specific nmeaning in our culture, which surpasses the
identity of the man represented in the painting.” 1d. Despite
EPE' s strong marks which would normal ly be accorded broad
protection, the bar’s parody of “faddish, eclectic bars of the
sixties” led the district court to find that the name and decor
of the bar would not m slead consuners and that this digit

wei ghed against a |ikelihood of confusion. 1d. at 793.

Second, on the simlarity of the marks, the district court
found that “The Velvet Elvis” has a neaning i ndependent from
Elvis Presley. Specifically, the district court concluded that
“The Velvet Elvis” “is synbolic of a faddish art style” that *has
no specific connection with the singer other than the coincidence
of its use to portray him” |1d. The district court noted that
““ITt]he proper test is whether the average consuner, upon
encountering the allegedly infringing mark in the isol ated
circunstances of the marketplace . . . would be likely to confuse
or associate the defendant or his services with the plaintiff.’”

ld. (quoting Anerican Auto. Ass’n v. AAA Ins. Agency, 618 F

Supp. 787, 792 (WD. Tex. 1985)). Because of the dissimlarity
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in the neani ngs of the Defendants’ and EPE s marks, the district
court found that this digit of confusion weighed against a
i kelihood of confusion. 1d.

Third, on the simlarity of the products and services, the
district court noted that, at the tinme of trial, there was sone
overl ap between the parties’ services, but that the services were
not directly conpetitive because they served different clienteles
and had different purposes. 1d. at 794. Wile noting that EPE s
plan to open a chain of Elvis Presley nightclubs mght weigh in
favor of a likelihood of confusion, the district court found that
“the relative clarity of ‘The Velvet Elvis'’' parodic purpose”
made it dissimlar fromany business that EPE currently operates
or has plans to operate. The district court thus concluded that
this digit weighed against a |ikelihood of confusion. 1d.

Fourth, on the identity of the retail outlets and
purchasers, the district court found that the majority of EPE s
custoners are “m ddl e-aged white wonen” and that the Defendants’
custoners are generally “young professionals, ranging in age from
early twenties to late thirties.” 1d. at 794. 1In the district
court’s analysis, this disparity between the custoners wei ghed
against a likelihood of confusion. 1d. (relying upon Anstar

Corp. v. Domno’s Pizza, Inc., 615 F.2d 252, 262 (5th Cr.

1980)).
Fifth, on the identity of the advertising nedia, the

district court found that this digit of confusion was irrel evant

12



to the determ nation of a |ikelihood of confusion because the
parties operate in different geographic markets and because EPE
admts that it rarely advertises because of the strength of its
marks and Elvis's image. 1d. at 795.

Si xth, on the Defendants’ intent, the district court found
that the Defendants intended to parody “a tine or concept from
the sixties--the Las Vegas | ounge scene, the velvet painting
craze and perhaps indirectly, the country’s fascination with
Elvis.” 1d. The district court noted that the references to
Elvis are indirect, but that the “use of his nane is an essenti al
part of the parody because the term ‘velvet Elvis,’” has becone a
synonym for garish, passe black velvet art.” |1d. The district
court found that the Defendants’ intent wei ghed against a
I'i kel i hood of confusion because the “clarity” of the Defendants’
parody showed that they did not intend to confuse the public.

Sevent h, on actual confusion, the district court found that
EPE failed to show any actual confusion because “each w tness
acknow edged that once inside ‘The Velvet Elvis’ and given an
opportunity to | ook around, each had no doubt that the bar was
not associated or in any way affiliated with EPE.” [d. at 796.
Additionally, the district court considered the fact that the
Def endants’ bar had been in operation at the Ri chnond Avenue
| ocati on without any conplaints or inquiries about the
affiliation of the bar with EPE. 1d. Relying upon this
evidence, the district found that this digit of confusion weighed

agai nst a |ikelihood of confusion.
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Havi ng found none of the digits of confusion weighing in
favor of a Iikelihood of confusion, the district court found no
l'i kel i hood of confusion in relation to the bar’s decor or “The
Vel vet Elvis” mark, and therefore found that the use of the
Def endants’ mark caused no infringenent.

b. The Defendants’ advertising practices

The district court next turned to the Defendants’
advertising practices and found that their advertising schene
woul d | eave the ordinary custoner with

the distinct inpression that the bar’s purpose was to

pay tribute to Elvis Presley or to pronote the sale of

EPE rel ated products and services. Consequently, use

of this [advertising schene] can only indicate a

mar keti ng schene based on the trenmendous draw ng power

of the Presley nane and its ability to attract consuner

interest and attention.

ld. at 797. Further, the district court noted that the
advertising, wthout the backdrop of the parody, “wl| cause
confusion, |eading custoners to wonder if they mght find [Elvis]
menorabilia” in the bar and that the Defendants’ enphasis of the
“Elvis” portion of the mark over the “Velvet” portion focusses
attention on Elvis and “creat[es] a definite risk that consuners
will identify the bar with Presley or EPE.” [|d. Additionally,
the district court found that the Defendants’ advertising caused
actual confusion. Based upon the above findings the district
court found that the Defendants’ advertising practices, including

the actual configuration of the mark enphasizing “Elvis,”

constituted trademark infringenent and unfair conpetition. |1d.
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Despite the facts that the Defendants had di scontinued the
activity that the district court found to be infringing and that
Capece stated that they would not resune the activity, the
district court believed that “there [was] a definite possibility
that ads including the imge or |ikeness of Elvis Presley,
references to Elvis, or his nane di sproportionately displayed may
be used in connection with ‘The Velvet Elvis’ again.” [|d. at
803. Even after acknow edging that the cessation of activity
m ght make an injunction unavail able, the court issued an
injunction barring the use in the Defendants’ advertising of “the
i mge and |ikeness of Elvis Presley, phrases that are
inextricably linked to the identity of Elvis, or fromdispl aying
the “Elvis’ portion of their service mark in print |larger than
that used for its counterpart ‘Velvet.'” |d.

3. St andard of revi ew

We review questions of |aw de novo and questions of fact for

clear error. Joslyn Mg. Co. v. Koppers Co., 40 F.3d 750, 753

(5th Gr. 1994). Likelihood of confusion is a question of fact

reviewed for clear error. Society of Fin. Examirs, 41 F. 3d at

225: Blue Bell Bio-Md., 864 F.2d at 1260. However, “the

‘clearly erroneous’ standard of review does not insulate factual
findings prem sed upon an erroneous view of controlling |egal

principles.” Johnson v. Hospital Corp. of Am, 95 F.3d 383, 395

(5th Gr. 1996) (citing Johnson v. Uncle Ben's, Inc., 628 F.2d

419, 422 (5th Cr. 1980), vacated on other grounds, 451 U S. 902

(1981)); see also In re Auclair, 961 F.2d 65, 69 n.7 (5th G

15



1992) (“Factual findings made under an erroneous view of the | aw

are not binding on the appellate court.” (citing 1 STEVEN ALAN

CH LDRESS & MARTHA S. DAvI S, FEDERAL STANDARDS OF REVIEwW § 2. 16, at 2-116

(2d ed. 1992))). Wen a |ikelihood-of-confusion factual finding

is “inextricably bound up” in, or infected by, a district court’s
erroneous view of the |aw, we may conduct a de novo review of the

fully-devel oped record before us. See Anheuser-Busch, Inc. v.

Bal ducci Publications, 28 F.3d 769, 773 (8th Cr. 1994) (applying

de novo review where the district court m sapplied the First
Amendnent in relation to parody in its |ikelihood-of-confusion

determ nation); see also Roto-Rooter Corp. v. O Neal, 513 F. 2d

44, 46-47 (5th Gr. 1975) (reviewing the district court’s fact-
finding on a likelihood of confusion de novo where it applied the
i ncorrect |egal standard).

EPE argues that the district court erroneously applied
parody to its |ikelihood-of-confusion analysis and that this
error perneated its entire analysis, infecting nearly all of its
findings of fact. Wthin EPE s discussion of the digits of
confusion, it also argues that the district court erred in
isolating its consideration of the Defendants’ advertising from
its consideration of whether “The Velvet Elvis” mark infringes
EPE's marks. If the district court erred as EPE argues, then we
woul d review the |ikelihood-of-confusion finding de novo, rather
than for clear error. W wll consider the district court’s
i solation of the advertising evidence fromits analysis first.

a. | sol at ed consi deration of adverti sing
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The use of a mark in advertising is highly probative of
whet her the mark creates a |likelihood of confusion in relation to
anot her mark. “Evidence of the context in which a mark is used
on | abel s, packages, or in advertising material directed to the
goods is probative of the reaction of prospective purchasers to

the mark.” |In re Abcor Dev. Corp., 588 F.2d 811, 814 (C.C. P. A

1978). Courts consider marks in the context that a custoner
perceives themin the marketplace, which includes their

presentation in advertisenents. See The Sports Auth., Inc. v.

Prine Hospitality Corp., 89 F.3d 955, 962 (2d Gr. 1996)

(considering the appearance of the mark in advertising in

determning simlarity of marks); N kon Inc. v. lkon Corp., 987

F.2d 91, 94-95 (2d Gr. 1993) (sane); Oeck Corp., 803 F.2d at

171 (considering the presentation of the marks in advertising in
determning the simlarity of the marks and the defendant’s

intent); Sun Banks of Fla., Inc. v. Sun Fed. Sav. & Loan Ass’n,

651 F.2d 311, 318 (5th G r. 1981) (considering the presentation
of the marks in advertising in determning the simlarity of the

marks); National Ass’'n of Blue Shield Plans v. United Bankers

Life Ins. Co., 362 F.2d 374, 378 (5th G r. 1966) (conparing nmarks
as used in advertising in newspapers and on tel evision where the
bl ack and white format did not allow for color distinctions); see

al so Sun-Maid Raisin Gowers v. Sunaid Food Prods., Inc., 356

F.2d 467, 469 (5th Gr. 1966) (“[I]t is the labels that the
prospective purchaser sees. The trademarks cannot be isol ated

fromthe | abels on which they appear.”).
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In the case of a service mark, advertising is of even
greater rel evance because the mark cannot be actually affixed to
the service, as a trademark is to the goods. Many prospective
purchasers first encounter the mark in advertising, rather than
on the product; therefore, the service mark cannot be isolated
fromthe advertising in which it appears. See RESTATEMENT ( TH RD)
OF UNFAIR COwPETITION 8§ 21(a) (i) (1995) (stating that “the overal

i npression created by the [marks] as they are used in nmarketing

the respective goods and services” is relevant to how simlar two
mar ks are (enphasis added)). The Lanham Act itself nakes
advertising relevant to a service mark infringenent claim 1In
order to infringe another’s mark, the infringing mark nust be
used in comerce. 15 U . S.C. § 1114. By definition, a service
mark is used in commerce “when it is used or displayed in the

sale or advertising of services.” 1d. 8 1127 (enphasis added).

In sunmary, advertisenents used by the alleged infringer, which

incorporate the allegedly infringing mark, are relevant in

determ ning whether a mark has been infringed. Advertisenents

are therefore relevant to the |ikelihood-of-confusion anal ysis.
In addition, the context of the presentation of a mark,

i ncl udi ng advertising, is relevant to the neaning that the mark

conveys. MGegor-Doniger Inc. v. Drizzle Inc., 599 F.2d 1126,

1133 (2d Cir. 1979) (“‘[T]he setting in which a designation is
used affects its appearance and colors the inpression conveyed by
it.”” (brackets in original) (quoting RESTATEMENT OF TORTS 8§ 729

cnt. b, at 593 (1938))). The Suprene Court has said that “[t]he
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protection of trade-marks is the law s recognition of the

psychol ogi cal function of synbols.” M shawaka Rubber & Wol en

Mg. Co. v. S.S. Kresge Co., 316 U S. 203, 205 (1942). To

understand a synbol’s psychol ogi cal function, one nust consider
it inthe context in which it is used and not in a vacuum See

Amrerican Heritage Life Ins. Co. v. Heritage Life Ins. Co., 494

F.2d 3, 11 & n.7 (5th Gr. 1974) (“[Words are chanel eons, which
reflect the color of their environnent.”); 2 JEROVE G LSON, TRADEMARK
PROTECTI ON AND PRACTICE 8§ 5.09[ 1], at 5-137 n.1 (Jeffrey M Sanuels
ed., 1997) (noting that advertising is used by the hol ders of
marks to “establish[] a sufficient aura of desirability to induce
the public to purchase” their products and services). Courts
have recogni zed this fact in determ ning whether a mark has

devel oped a secondary neaning as an indicator of source

i ndependent fromits everyday neaning, entitling the mark to

protection under the Lanham Act. See, e.q., G Heileman Brew ng

Co. v. Anheuser-Busch, Inc., 873 F.2d 985, 994-95 (7th Cr

1989); Anerican Heritage Life Ins. Co, 494 F.2d at 12;

Vol kswagenwer k Akti engesel | schaft v. Rickard, 492 F.2d 474, 478

(5th Gr. 1974). 1In an extrene exanple of a word taking on
meani ng fromthe context of its use, the Court of Custons and

Pat ent Appeal s found that the word “stain” connoted a “a state of
relative cleanliness”--a neaning contrary to its nornmal neaning--
when used in connection with a cleaning product, making marks
that included “stain” and “clean” simlar despite the aural and

optical dissimlarity of the marks. See Proctor & Ganble Co. v.
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Conway, 419 F.2d 1332, 1335-36 (C.C.P.A. 1970) (finding that
“Mster Stain” infringed “M. Cean”).

In this case, we are dealing with a service mark, “The
Vel vet Elvis,” which the Defendants have used at their business
| ocation and extensively in advertising. To consider only the
Def endants’ use of the mark at their business |ocation would
i gnore highly probative evidence of the neaning of the nmark as
the public encounters it in comerce and of the Defendants’
intent in using the mark. By placing the mark in an Elvis
context and in configuring the mark to highlight the “Elvis”
portion of the mark, the Defendants have placed the mark in a
context that does not alone connote tacky, cheesy art as the
district court found. This contrary context of the mark has the
ability to alter the psychol ogical inpact of the mark and nust be
considered in determ ni ng whether the Defendants’ mark creates a
l'i kel i hood of confusion in relation to EPE's marks. In failing
to consider the Defendants’ presentation of “The Vel vet Elvis”
mark to the public in advertising in determ ning whet her the
Def endants’ use of their mark created a |ikelihood of confusion,
the district court failed to consider the mark as perceived by
the public. 1In addition, by isolating the advertising, the
district court failed to consider how the Defendants confi gured
the mark in enphasizing the “Elvis” portion of the nane, which is
hi ghly probative of the inpression they intended to convey.

The fact that the Defendants ceased many of the problematic

advertising practices after receiving the cease and desist letter
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and shortly before EPE filed suit does not nmake the advertising
any less relevant to the question of whether the Defendants’ use
of the “The Velvet Elvis” mark infringes EPE s marks. The
cessation of infringing activity does not affect the
determnation of liability, but it may make an injunction

unnecessary. See M F-G Corp. v. Enra Corp., 817 F.2d 410, 411

(7th Gr. 1987); see also Blisscraft v. United Plastics Co., 294

F.2d 694, 702 (2d Cr. 1961) (finding it necessary to fully
consider the liability issue and issue an injunction despite

cessation of infringing use); Esquire, Inc. v. Esquire Slipper

Mg. Co., 243 F.2d 540, 542, 546 (1st Cr. 1957) (reversing a

deci sion dism ssing an action based upon the defendant’s prom se
to cease infringing conduct because the plaintiff was entitled to
an enforceable judgnent). 1In this case, the district court found

“a definite possibility,” Elvis Presley Enters., 950 F. Supp. at

803, that the Defendants would resune their infringing
advertising practices and therefore granted injunctive relief in
spite of the Defendants professed intent to discontinue

infringing activities. Ceasing the infringing activity does not

allow an infringing party to escape liability. See Spring MIls,

Inc. v. Utracashnere House, Ltd., 689 F.2d 1127, 1133 (2d Cr

1982) .

b. Par ody
As noted earlier, parody is not a defense to trademark
i nfringenment, but rather another factor to be considered, which

wei ghs against a finding of a |ikelihood of confusion. See Dr.
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Seuss Enters., 109 F.3d at 1405; 4 MCaRTHY, supra, 8§ 31-153, at

31-222 to 31-223. As a leading treatise has stated,

Sone parodies will constitute an infringenent,
sone will not. But the cry of “parody!” does not
magi cally fend off otherwise legitimte clains of
trademark infringenment or dilution. There are
confusi ng parodi es and non-confusing parodies. Al
they have in comon is an attenpt at hunor through the
use of soneone else’'s trademark. A non-infringing
parody is nerely anusing, not confusing.

4 id. 8§ 31:153, at 31-223 (enphasis added); cf. Dallas Cowboys

Cheerl eaders, Inc. v. Scoreboard Posters, Inc., 600 F.2d 1184,

1188 (5th Gr. 1979) (noting that parody is relevant to a fair-
use defense to copyright infringenment but does not establish the
defense). Therefore, while not a defense, parody is relevant to
a determnation of a likelihood of confusion and can even wei gh
heavily enough to overcone a majority of the digits of confusion
wei ghing in favor of a |ikelihood of confusion.

This court has yet to consider parody in relation to

trademark | aw. However, recently in Canpbell v. Acuff-Rose

Music, Inc., 510 U S. 569 (1994), the Suprene Court considered

parody in the copyright context, which is relevant to the

treatnment of parody in the trademark context. See Bal ducci

Publications, 28 F.3d at 776; 4 MXCARTHY, supra, 8§ 31:153, at 31-

222; Gary Myers, Tradenmark Parody: Lessons fromthe Copyright

Decision in Canpbell v. Acuff-Rose Miusic, Inc., LAw& CONTEWP.

ProBs., Spring 1996, at 181. The Canpbell Court noted that

the heart of any parodist’s claimto quote from

existing material, is the use of sone elenents of a
prior author’s conposition to create a new one that, at
| east in part, comrents on that author’s works. [If, on

the contrary, the commentary has no critical bearing on
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t he substance or style of the original conposition,
which the alleged infringer nerely uses to get
attention or to avoid the drudgery in working up
sonething fresh, the claimto fairness in borrow ng
fromanother’s work dimnishes accordingly (if it does
not vani sh), and other factors, like the extent of its
comerciality, loomlarger. Parody needs to mmc an
original to make its point, and so has sonme claimto
use the creation of its victims (or collective
victins’) inmagination, whereas satire can stand on its
own two feet and so requires justification for the very
act of borrow ng.

510 U.S. at 580-81 (enphasis added and citations and footnotes
omtted) (considering parody in relation to the fair-use defense
to copyright infringenent). Fromthe Suprene Court’s statenents,
it is clear that a parody derives its need and justification to
mmc the original fromits targeting of the original for coment
or ridicule. [d. at 588 (“Wien parody takes aimat a particul ar
original work, the parody nust be able to ‘conjure up’ at | east
enough of that original to make the object of its critical wt
recogni zable.”). If the original is not a target of the parody,
the need to “conjure up” the original decreases as the parody’s
aim noves away fromthe original.*

This sanme need to conjure up the original exists when a
parody targets a trademark or service mark. |In the case of the
standard |i kel i hood- of - confusi on anal ysis, a successful parody of
the original mark wei ghs against a |ikelihood of confusion
because, even though it portrays the original, it also sends the

message that it is not the original and is a parody, thereby

4 Justice Kennedy would go further and linmt parody’s
ability to insulate copyright infringenent only to circunstances
in which the original is a target of the parody. See Canpbell,
510 U.S. at 597 (Kennedy, J., concurring).
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| essening any potential confusion. See diffs Notes, Inc. v.

Bant am Doubl eday Dell Publ’g Group, Inc., 886 F.2d 490, 494 (2d

Cr. 1989) (“A parody nust convey two sinultaneous--and
contradi ctory--nessages: that it is the original, but also that
it is not the original and is instead a parody.”); see also

Anheuser-Busch, Inc. v. L &L Wngs, Inc., 962 F.2d 316, 321 (4th

Cr. 1992); 4 MCaRTHy, supra, 8§ 31:155, at 31-235 (“‘[T]he joke

itself reinforces the public’s association of the mark with the

plaintiff.”” (quoting Robert C. Denicola, Tradenmarks as Speech:

Constitutional Inplications of the Energi ng Rationales for the

Protection of Trade Synbols, 1982 Ws. L. Rev. 158, 188)).

Therefore, a parody of a mark needs to mmc the original mark
and fromthis necessity arises the justification for the mmcry,
but this necessity wanes when the original mark is not the target
of the parody.

In this case, the district court found that “The Vel vet

El vis” mark, when conbined with the bar’s gaudy decor, was “an
integral part of Defendants’ parody of the faddish, eclectic bars

of the sixties.” Elvis Presley Enters., 950 F. Supp. at 792.

The intent was to parody “a time or concept fromthe sixties--the
Las Vegas | ounge scene, the velvet painting craze and perhaps
indirectly, the country’'s fascination with Elvis.” [d. at 795
(enphasis added). In his testinony, Capece stated that the

Def endants “were trying to nake fun of the Hardrock Cafes, the

Pl anet Hol | ywoods, or sone of the places that were nore

pretentious” and that the Defendants coul d successfully perform
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their parody wthout using Elvis Presley’s nanme. This testinony
and the district court’s analysis both indicate that neither
Elvis Presley nor EPE's nmarks were a target of the Defendants’
par ody.

The Defendants argue that a parody of society can still

parody a celebrity, see Cardtoons, L.C. v. Mjor League Basebal

Players Ass’n, 95 F. 3d 959, 972 (10th G r. 1996) (noting that “a

parody of a celebrity does not nerely | anpoon the celebrity, but
exposes the weakness of the idea or value that the celebrity
synbolizes in society”), but in Cardtoons, the parody of society
was through the parody of the celebrity. Here, we have a direct
parody of society that does not even attenpt to parody the
celebrity--Elvis Presley.

The Defendants’ parody of the faddish bars of the sixties
does not require the use of EPE s marks because it does not
target Elvis Presley; therefore, the necessity to use the marks
significantly decreases and does not justify the use. Capece
hi msel f conceded that the Defendants could have perfornmed their
parody without using Elvis's nane. Wthout the necessity to use
El vis’s nanme, parody does not weigh against a |ikelihood of
confusion in relation to EPE's marks. It is sinply irrelevant.
As an irrelevant factor, parody does not weigh against or in

favor of a likelihood of confusion, and the district court erred
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in relying upon parody in its determnation of the |ikelihood of
confusion.®

In its likelihood-of-confusion analysis, the district court
made determ nations on five of the seven digits of confusion
whi ch either ignored rel evant advertising evidence or relied upon
t he Defendants’ parody of the sixties |ounge scene. These errors
have perneated the district court’s findings of fact on the
I'i kel i hood of confusion and on each of those digits of confusion.
Therefore, we will review the |ikelihood-of-confusion
determ nation and those infected findings on the digits of
confusi on de novo based upon the well-devel oped record. See

Bal ducci Publications, 28 F.3d at 773; Roto-Rooter Corp., 513

F.2d at 46-47

4., Li kel i hood of confusion

I n our de novo consideration of the |ikelihood of confusion,
we W Il accept the district court’s findings that the identity of
retail outlets and purchasers wei ghs against a |ikelihood of
confusion and that the identity of advertising nedia is
irrelevant. Neither finding is challenged by the parties nor

inplicates the district court’s errors in isolating the

> W have considered parody separately fromthe other digits
of confusion and recommend this approach, but in no way do we
suggest at this tinme that the district court’s approach of
considering parody within its analysis of the standard digits of
confusion in itself constitutes reversible error. But cf.
Bal ducci Publications, 28 F.3d at 773 (finding that the district
court’s consideration of First Amendnent concerns in its
I'i kel i hood- of -confusion analysis caused it to hold the plaintiff
to a higher standard than required to prove tradenark
i nfringenent).
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Def endants’ advertising practices fromthe analysis or in its
application of parody; therefore, we | eave those findings

undi sturbed.® This acceptance | eaves the followi ng digits of
confusion for our consideration: (1) the type of mark, (2) the
simlarity of marks, (3) the simlarity of products and services,
(4) the Defendants’ intent, and (5) actual confusion. W

consi der each digit of confusion in turn and then weigh themto
determ ne whether a |ikelihood of confusion exists.

a. Type of trademark

The type of trademark refers to the strength of the mark.
In looking at the strength of the mark, the focus is the senior
user’s mark. See RESTATEMENT, supra, 8§ 21(d) & cnt. i; 3 MCARTHy,
supra, 8 23:19. The stronger the mark, the greater the

protection it receives because the greater the |ikelihood that

consuners wll confuse the junior user’s use wth that of the
seni or user. RESTATEMENT, supra, 8 21 cnt. i; see also Anstar

Corp., 615 F.2d at 259.

The Def endants conceded that EPE s marks have “worl dw de

fame and al nost i nstantaneous recognition,” |eading the district

court to find that EPE's marks are strong. Elvis Presley Enters,

950 F. Supp. at 792. The Defendants do not dispute this on

6 Wiile accepting the district court’s findings that the
identity of advertising nedia does not weigh into the |ikelihood-
of - confusi on anal ysis because the parties do not challenge it, we
note that EPE advertises nationwide and its |icensees distribute
products nationwi de. Thus the parties’ geographic markets do
overlap despite the district courts’s finding that they operate
in different markets. See Elvis Presley Enters., 950 F. Supp. at
795.
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appeal. Rather, the Defendants argue that “The Velvet Elvis” has
a different neaning than EPE's marks and that EPE has not shown
di stinctiveness outside the entertainnent industry. However,
these issues are nore appropriately considered in relation to
other digits of confusion. EPE s nmarks are very strong and
therefore strongly weigh in favor of a l|ikelihood of confusion.

b. Simlarity of marks

The simlarity of the marks in question is determ ned by
conparing the marks’ appearance, sound, and neaning. See

Jordache Enters., 828 F.2d at 1484; RESTATEMENT, supra, 8 21(a);

3 McCaRTHY, supra, 8 23:21. “Even if prospective purchasers

recogni ze that the two designations are distinct, confusion may
result if purchasers are likely to assune that the simlarities
in the designations indicate a connecti on between the two users.
The relevant inquiry is whether, under the circunstances of the

use,” the marks are sufficiently simlar that prospective
purchasers are likely to believe that the two users are sonehow
associ at ed. RESTATEMENT, supra, 8§ 21 cnt. c. However, different
meani ngs of otherwi se simlar marks may overcone a |ikelihood of
confusion that would otherwi se result. See 3 MCARTHY, supra

88 23: 26, :28; see also Long John Distilleries, Ltd. v. Sazerac

Co., 426 F.2d 1406, 1407 (C.C.P.A 1970) (finding the marks,

“Long John” and “Friar John,” to have obvious neanings that are
in no way suggestive of one another). “In determning the
meani ng and connotation which the trademark projects, it is

proper to look to the context of use, such as material on | abels,
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packagi ng, advertising and the |like.” 3 MCaARTHY, supra, 8§ 23:26,
at 23-61 (citing In re Nationwide Indus., Inc., 6 U S P.Q2d 1882

(T.T.A B. 1988)); see also Hornel Foods Corp. v. Jim Henson

Prods., Inc., 73 F.3d 497, 503-04 (2d G r. 1996) (noting the

rel evance of the placenent of the mark next to other dissimlar
synbol s); discussion supra Part [1.A 3.a.

The district court found that “The Velvet Elvis” mark is
“synbolic of a faddish art style that belongs to the culture that
created it” and that the mark “has no specific connection with
[ El vis] other than the coincidence of its use to portray him?”

Elvis Presley Enters., 950 F. Supp. at 793. The district court

made this finding without considering the context into which the
Def endants placed their mark. The Defendants used “The Vel vet
Elvis” mark in advertising that included (1) the inmage of Elvis
Presley; (2) direct references to G acel and and Elvis Presley

W th phrases such as “The King Lives,” “Viva la Elvis,” and
“Elvis has not left the building”; and (3) the “Elvis” portion of
the mark boldly displayed with “an al nost unnoti ceabl e ‘ Vel vet’
appearing alongside in smaller script.” 1d. at 789. On one of

t heir nmenus, the Defendants al so advertised “Oscar at The Elvis,”
an Acadeny Awards charity benefit to be held at the bar. The
context of the Defendants’ advertising for the first nine nonths
of operation of the R chnond Avenue | ocation has i nbued “The

Vel vet Elvis” mark with a neaning that directly evokes Elvis

Presl ey, despite any independent neaning the mark m ght have.

. id. at 797 (noting that the Defendants’ advertisenents in
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which “Elvis” is enphasized “creat[e] a definite risk that
consuners wll identify the bar with Presley or EPE’ and t hat
advertisenents using Elvis’ s image cause confusion). The

Def endants’ mark’s connection to Elvis is enhanced by the
inclusion of “Elvis” in the mark and the Defendants’ decision to
enphasi ze the “Elvis” portion of the mark, |eaving the “Velvet”

portion al nost unnoticeable. See Lone Star Steakhouse & Sal oon,

Inc. v. Alpha of Va., Inc., 43 F.3d 922, 936 (4th Cr. 1995)

(giving greater weight to the dom nant or “salient portions” of a

mark); Oreck Corp., 803 F.2d at 171 (focussing on “attention-

getting” feature in conparing marks); 3 MCARTHY, supra, 8§ 23:44
(noting that it is proper to give greater effect to the dom nant
feature of a mark in the conparison). The Defendants’ use of the
mar k outside this suggestive context where the faddish art style
connot ation m ght predom nate does not counteract the Defendants’
del i berate association with Elvis in their advertising. The
connotation of the marks are simlar, and this digit of confusion
therefore weighs in favor of a likelihood of confusion.

C. Simlarity of products and services

“The greater the simlarity between products and services,

the greater the likelihood of confusion.” Exxon Corp. v. Texas

Mot or Exch. of Houston, Inc., 628 F.2d 500, 505 (5th G r. 1980).

Direct conpetition between the parties’ services or products is
not required in order to find a likelihood of confusion.

Prof essional Golfers Ass’n of Am v. Bankers Life & Cas. Co., 514
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F.2d 665, 669-70 (5th Gr. 1975); see also 3 MCARTHy, supra,
88 24:13-:14.

One such relationship where this is true exists when

t he sponsor or maker of one business or product m ght
naturally be assuned to be the naker or sponsor of
anot her business product. . . . [T]he deceived
custoner buys the infringer’s product in the belief
that it originates wwth the trademark owner or that it
is in some way affiliated with the owner.

Wrld Carpets, Inc. v. Dick Littrell’'s New World Carpets, 438

F.2d 482, 488 (5th Gr. 1971), cited in Professional Golfers

Ass’n, 514 F.2d at 670. \When products or services are
nonconpeting, the confusion at issue is one of sponsorship,

affiliation, or connection. See Kentucky Fried Chicken Corp. V.

D versified Packaging Corp., 549 F.2d 368, 388 (5th CGr. 1977);

3 McCaARTHY, supra, 88 24:3, :6.

The danger of affiliation or sponsorship confusion increases
when the junior user’s services are in a market that is one into
whi ch the senior user would naturally expand. See RESTATEMENT,
supra, 8 21(e) & cm. j. The actual intent of the senior user to
expand is not particularly probative of whether the junior user’s
market is one into which the senior user would naturally expand.
Id. cnt. j.; 3 MCaRTHY, supra, 8 24:19. Consuner perception is

the controlling factor. See Dreyfus Fund Inc. v. Royal Bank of

Can., 525 F. Supp. 1108, 1119-20 (S.D.N. Y. 1981) (noting that
consuner perception controls over the actual intent of the senior
user); 3 MCARTHY, supra, 8 24:19. *“If consuners believe, even
though falsely, that the natural tendency of producers of the

type of goods narketed by the prior user is to expand into the
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mar ket for the type of goods marketed by the subsequent user,
confusion may be |ikely.” RESTATEMENT, supra, 8 21 cnt. j.

Wil e we recogni ze that EPE has plans to open a worl dw de
chain of Elvis Presley restaurants and has opened its Menphis
restaurant since the district court’s decision, our proper focus
is on (1) whether the products and services of EPE and the
Def endants are simlar enough to cause confusion as to source or
affiliation or (2) whether the Defendants’ bar is in a market
into which EPE woul d naturally be perceived to expand. The
Vel vet Elvis serves food, cigars, and al cohol; provides |ive
nmusi c; and sells t-shirts and hats. EPE licenses its marks on a
w de variety of products, including t-shirts and hats, and the
Def endants concede that EPE' s nmarks are particularly strong in
the nmusic, television, and novie industries. EPE also operates
famly-oriented restaurants and an ice cream parlor at G acel and.
Despite the breadth of EPE s |icensed products, these products
and services nmay not be simlar enough to weigh in favor of a
I'i kel i hood of confusion, but it is a question that we need not
reach.

The pervasiveness of EPE s marks across the spectrum of
products and the success and proliferation of entertai nnent and
musi c-thenmed restaurants |i ke Planet Holl ywood and Hard Rock
Caf e--whi ch Capece testified inspired their parody--support a
i kelihood of confusion. Cf. Arncto, 693 F.2d at 1161
(“Diversification makes it nore likely that a potential custoner

woul d associ ate the nondi versified conpany’s services with the
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di versified conpany, even though the two conpani es do not
actually conpete.”). These restaurants have |led the way, and an
Elvis Presley restaurant would be a natural next step due to the
public’s strong famliarity with such restaurants and with El vis.
G ven that EPE |icenses so many products and is a strong presence
in the entertai nnent business and that Pl anet Holl ywood and Hard
Rock Cafe have shown the success and popularity of entertainnent
and nusic-thened restaurants, the restaurant and bar business
wth live nusic is a natural area of expansion for EPE, and this
digit of confusion weighs in favor of a |ikelihood of confusion.

d. The Def endants’ intent

Proof of an intent to confuse the public is not necessary to

a finding of a likelihood of confusion. Fuji Photo Film Co. V.

Shi nohara Shoji Kabushi ki Kai sha, 754 F.2d 591, 597 (5th Gr.

1985) (noting that ““[while evil intent may evidence unfair
conpetition and deception, lack of guile is immterial’”

(brackets in original) (quoting Comunications Satellite Corp. V.

Contet, Inc., 429 F.2d 1245, 1249 (4th Gir. 1970)); RESTATEMENT,

supra, 8 22 cnt. b; 3 MCaRTHY, supra, 8 23:107. |If a mark was
adopted with the intent to confuse the public, that alone nay be
sufficient to justify an inference of a |ikelihood of confusion.

Anstar Corp., 615 F.2d at 263; RESTATEMENT, supra, 8 22 cmt. c. A

good-faith intent to parody, however, is not an intent to

confuse. N ke, 6 F.3d at 1231 (citing Jordache Enters., 828 F.2d

at 1486). |If the defendant acted in good faith, then this digit

of confusion becones a nonfactor in the |ikelihood-of-confusion
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anal ysis, rather than weighing in favor of a likelihood of

conf usi on. See Fuji Photo, 754 F.2d at 597-98. However, an

i nnocent intent in adopting a mark does not inmmunize an intent to
confuse in the actual use of the mark. Cf. RESTATEMENT, supra,

§ 22 cnmt. ¢ (“Even if an actor believes in good faith that the
copyi ng of another’s designation is justified, an inference that
confusion is likely may arise from other circunstances that
suggest an intent to confuse, such as a failure to take
reasonable steps to mnimze the risk of confusion.”).

The district court found that the Defendants’ subjective
intent was an intent to parody, rather than an intent to confuse.
Based upon this finding, the Defendants’ intent would not support
a finding of a likelihood of confusion. However, the Defendants’
advertisenents using the image of Elvis, referencing Elvis, and
enphasi zing the word “Elvis” in the mark are other circunstances

that support an intent to confuse. See Elvis Presley Enters.,

950 F. Supp. at 797 (noting that “use of this type of

advertisenent can only indicate a marketing schene based on the

tremendous drawi ng power of the Presley nanme and its ability to
attract consuner interest and attention” (enphasis added)).
These circunstances increase the risk of confusion and are nore
than just “a failure to take reasonable steps to mnimze the
risk of confusion.” See RESTATEMENT, supra, 8 22 cnt. c. The
district court found that Capece’ s subjective intent in adopting
the mark was an intent to parody, but in determning a

defendant’s intent, evidence of the defendant’s actions is highly
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probative and should be considered. See Oreck Corp., 803 F.2d at

173 (“[ The defendant’s] actions speak | ouder than its words .

."); 3 MCarTHY, supra, 8 23:113, at 23-216 to 23-217. The

Def endants’ use of “The Velvet Elvis” mark in their advertising
evidences an intent to market the bar by relying upon the draw ng
power of Elvis, as found by the district court. See Elvis

Presley Enters., 950 F. Supp. at 797. Therefore, the facts under

this digit of confusion weigh in favor of a |ikelihood of
conf usi on.

e. Act ual conf usi on

Evi dence of actual confusion is not necessary to a finding
of a likelihood of confusion, but “it is neverthel ess the best

evi dence of a likelihood of confusion.” Anstar Corp., 615 F.2d

at 263. Actual confusion that is later dissipated by further

i nspection of the goods, services, or premses, as well as post-
sal e confusion, is relevant to a determ nation of a |ikelihood of
confusion. See 3 MCaRTHY, supra, 88 23:6-:7. “Infringenment can
be based upon confusion that creates initial consuner interest,
even though no actual sale is finally conpleted as a result of

the confusion.” 3 id. § 23:6; see also Dr. Seuss Enters., 109

F.3d at 1405 (noting that no sale nust be conpleted to show

actual confusion); Mbil Gl Co. v. Pegasus Petrol eum Corp., 818

F.2d 254, 259 (2d Cr. 1987) (finding liability for initial-
interest confusion). Initial-interest confusion gives the junior

user credibility during the early stages of a transaction and can
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possi bly bar the senior user from consideration by the consuner
once the confusion is dissipated. [d.; 3 MCaRTHy, supra, 8§ 23:6.
EPE presented wi tnesses who testified that they initially
t hought the Defendants’ bar was a place that was associated with
Elvis Presley and that it m ght have Elvis nerchandi se for sale.
The witnesses all testified that, upon entering and | ooking
around the bar, they had no doubt that EPE was not affiliated
wth it in any way. Despite the confusion being dissipated, this
initial-interest confusion is beneficial to the Defendants
because it brings patrons in the door; indeed, it brought at
| east one of EPE's wtnesses into the bar. Once in the door, the
confusi on has succeeded because sone patrons may stay, despite
realizing that the bar has no relationship with EPE.” This
initial-interest confusion is even nore significant because the
Def endants’ bar sonetinmes charges a cover charge for entry, which
allows the Defendants to benefit frominitial-interest confusion
before it can be dissipated by entry into the bar. Additionally,
the finding by the district court that the Defendants’
advertising practices caused actual confusion shows that actual
confusi on occurred when consunmers first observed the mark in

comerce. See Elvis Presley Enters., 950 F. Supp. at 797 (noting

that EPE al so established actual confusion in relation to
adverti senments with “The Vel vet Elvis” mark in a context

connoting Elvis Presley).

7 One witness who was initially confused stayed and
pur chased a beer.
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An absence of, or mnimal, actual confusion, however, over
an extended period of tinme of concurrent sales weighs against a
I'i kel i hood of confusion. 1d. at 263 (finding no |ikelihood of
confusi on based upon concurrent sales over fifteen years with

m ni mal instances of confusion); see also Oeck Corp., 803 F.2d

at 173 (finding no |ikelihood of confusion based upon concurrent
sal es over seventeen nonths with no evidence of actual

confusi on); RESTATEMENT, supra, 8 23(2) &cnt. d. In this case,
the lack of conplaints is relevant but should have | ess wei ght
than the district court gave it. Approximately one year after
the R chnond | ocation opened, EPE s suit agai nst the Defendants
was reported in the press, and this | essens the wei ght of the

| ack of conplaints because there woul d be no reason to conpl ain
to EPE if one knows EPE is aware of the possible infringer and
has begun | egal action. |In the instant case, the |ack of
conplaints is over a thirteen-nonth period, which is shorter than

the periods in Oreck Corp. (seventeen nonths) and Anstar Corp.

(fifteen years), and actual confusion has been shown by the

evidence of initial-interest confusion unlike in O eck Corp.

Based upon the above facts, this digit of confusion weighs
in favor of a likelihood of confusion, and this finding is
supported by the district court’s finding of actual confusion in
relation to the Defendants’ advertising practices.

f. Weighing the digits of confusion

After considering the Defendants’ advertising practices and

droppi ng parody fromthe analysis, all five digits of confusion
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that we considered de novo weigh in favor of a |ikelihood of
confusion, and only the identity of retail outlets and purchasers
wei ghs against a |likelihood of confusion. Gyving each digit of
confusion its due weight, we find that a |ikelihood of confusion
exi sts between EPE' s marks and the Defendants’ use of “The Vel vet
Elvis” mark. Therefore, the Defendants have infringed EPE s
marks with the use of their service mark, “The Velvet Elvis.”8
B. Def enses

The Defendants argue that EPE is barred from seeking relief
for their use of “The Velvet Elvis” mark by the defenses of
| aches or acqui escence. They claimthat EPE shoul d have known
about their use of “The Velvet Elvis” mark in August 1991 when
Capece applied for federal registration of the mark because it
uses the services of a trademark search firmto aid it in
defending its marks. The Defendants contend that EPE rested on
its rights by failing to object when it received actual notice of

their conduct by the Decenber 1992 publication of the mark in the

8 Gven that all the renedi es that EPE seeks and that were
properly preserved below, see infra Part |11, are avail able under
its successful clains for trademark infringenment, we need not
reach its federal trademark dilution claimnor its right of
publicity claimunder Texas | aw.

In addition, we reach our decision on the trademark
infringenment clainms wthout considering the PTOs action in
denying EPE s application to register “Elvis” as a service mark
in the restaurant and tavern business because of a |ikelihood of
confusion with the Defendants’ mark. Wthout decidi ng whet her we
shoul d or could have taken judicial notice of the action, we note
that the PTO s finding of a likelihood of confusion supports our
deci sion here even though the PTO was considering a slightly
different circunstance of clearly conpeting services. Because we
did not need to take judicial notice of the action in reaching
our decision, EPE s notion is now noot.

38



PTOs Oficial Gazette and by failing to protest the Defendants’

use until July 1994 when over $100, 000 had been invested in the
Ri chnmond Avenue | ocation and custoner |oyalty had been built up
by the use of the mark at the Kipling Street |ocation.

“Laches is commonly defined as an i nexcusabl e del ay that

results in prejudice to the defendant.” Conan Properties, 752

F.2d at 153. A defense of |aches has three elenents: “(1) delay
in asserting a right or claim (2) that the delay was

i nexcusabl e; [and] (3) that undue prejudice resulted fromthe
delay.” Arncto, 693 F.2d at 1161. The period for |aches begins
when the plaintiff knew or should have known of the infringenent.
Id. at 1161-62. Any acts after receiving a cease and desi st
letter are at the defendant’s own risk because it is on notice of

the plaintiff’s objection to such acts. See Conan Properties,

752 F.2d at 151-52. Noninfringing use of a mark is not rel evant

to a defense of | aches. See Mead Johnson & Co. v. Baby's Fornul a

Serv., Inc., 402 F.2d 19, 22 (5th CGr. 1968) (finding |ong years

of noninfringing use of mark woul d not establish |aches as to a
| ater infringing use).
EPE knew of the Defendants’ use of “The Velvet Elvis” mark

when it was published in the PTOs Oficial Gazette in Decenber

1992. The Defendants have not shown that EPE shoul d have known
at an earlier tinme nor shown why enpl oying a search service
shoul d have given EPE that know edge earlier. After the Kipling

Street location’s closing, no infringing use of the mark was
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occurring because the mark was not being used in conmerce,® and
the R chnond Avenue | ocation’s opening is not relevant to the
| aches period because it occurred after the Defendants’ receipt
of the cease and desist letter. Therefore, the period rel evant
for the application of |aches is eight nonths, beginning in
Decenber 1992 and running until July 1993 when the Kipling Street
| ocation closed. W do not find that eight nonths was an
i nexcusabl e del ay.

Additionally, even if we assune eight nonths to be an
i nexcusabl e delay or that the relevant period of delay should
i nclude the period the R chnond Avenue | ocation was open until
suit was filed in April 1995,1° no undue prejudi ce has been shown
as a result of the delay in this case. Capece has conceded that
he did not purchase the signs for the R chnond Avenue | ocation
until after he received the cease and desist letter from EPE and
that he did not need to use Elvis’s nane in order to parody his
i ntended target of the “faddish, eclectic bars of the sixties.”
Changi ng the nane of the bar would not have destroyed the

i nvestnment of capital in the nightclub. Additionally, the short

 Simlarly, the nonuse of the mark during the period while
no ni ghtclub was open may al so break the period of continuous use
required to establish the mark as incontestable under 15 U. S. C
8 1065. See Brittinghamv. Jenkins, 914 F.2d 447, 454 (4th Cr
1990) (finding that a business’s closing interrupted the
conti nuous use period even though the mark was still used in
busi ness transacti ons because the mark was not used in
conjunction with the sale of goods or services).

10 By no neans do we voice an opinion on whether this type
of tacking is ever proper, especially where the period of delay
is broken by the mark’s not being used in comerce due to a
busi ness fail ure.
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period of delay here would not justify finding prejudice on the
Def endants’ clainms of custoner goodwi || fromthe earlier
| ocati on.

“[ Al cqui escence involves the plaintiff’s inplicit or
explicit assurances to the defendant which induce[] reliance by

the defendant.” Conan Properties, 752 F.2d at 153. O her than

EPE s silence, the Defendants identify no assurances nmade by EPE
to the Defendants upon which they could have relied. The period
of silence relevant to acqui escence would not include any tine
after the cease and desist letter was sent because EPE explicitly
communi cated its objection, nor would it include the tine while
no ni ghtcl ub was open because perm ssion cannot be inferred from

silence in the absence of infringing activity. Cf. Mead Johnson

& Co., 412 F.2d at 22. The eight nonths of silence does not rise
to the I evel of an assurance upon which the Defendants could
reasonably rely or by which they could claimto have been i nduced
into reliance.
[11. REMED ES

EPE appeals the district court’s denial of an accounting of
profits fromthe Defendants and its denial of attorneys’ fees.
Both of these clains were not properly preserved bel ow and are
therefore waived. “‘It is a well-settled rule that a joint
pretrial order signed by both parties supersedes all pleadings
and governs the issues and evidence to be presented at trial.’”

McCGehee v. Certainteed Corp., 101 F. 3d 1078, 1080 (5th Gr. 1996)

(quoting Branch-Hines v. Hebert, 939 F.2d 1311, 1319 (5th Cr
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1991)). The clains, issues, and evidence are narrowed by the
pretrial order, thereby narrowing the trial to expedite the

proceeding. See Flannery v. Carroll, 676 F.2d 126, 129 (5th Cr

1982); see also Branch-Hi nes, 939 F.2d at 1319 (finding that the

pretrial order asserted the plaintiff’s full range of damages);

Morales v. Turman, 535 F.2d 864, 867 n.7 (5th Gr. 1976) (noting

that a pretrial order can be relied upon to indicate the nature

of the relief requested), rev’ d on other grounds, 430 U S. 322

(1977). Once the pretrial order is entered, it controls the
course and scope of the proceedi ngs under Federal Rule of Cvil
Procedure 16(e), and if a claimor issue is omtted fromthe
order, it is waived, even if it appeared in the conplaint. See

Vall ey Ranch Dev. Co. v. FDIC 960 F.2d 550, 554 (5th Gr. 1992)

(citing Flannery, 676 F.2d at 129-30).

In the Joint Pre-Trial Order signed by the parties’ counsel,
EPE' s demand for an accounting of profits is not nentioned, but
the Joint Pre-Trial Order does nention EPE s denands for
injunctive relief, damages, and attorneys’ fees under the Lanham
Act, 15 U.S.C. § 1117(a). Section 1117(a) al so provides for the
remedy of an accounting of profits and lists it separately from
damages. Therefore, EPE s listing of injunctive relief, damages,
and attorneys’ fees under the Lanham Act in the Joint Pre-Trial
Order does not act to preserve its claimfor an accounting of
profits, and the issue therefore was waived.

Li kewi se, EPE has waived its claimfor attorneys’ fees under

the Texas right of publicity statute, Tex. Prop. CODE ANN.
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8§ 26.013(4) (Vernon Supp. 1998), because EPE never references the
Texas statute in its request for attorneys’ fees. Al references
to attorneys’ fees in the Joint Pre-Trial Order request
attorneys’ fees under the Lanham Act, 15 U.S.C. 8§ 1051-1127,
explicitly or by referencing the Lanham Act’s standard for their
award. The first request for attorneys’ fees under the Texas
statute occurs in EPE's brief on appeal; as the availability of
attorneys’ fees under the Texas statute was never placed before
the district court, we will not consider it on appeal.

Wil e an accounting of profits and attorneys’ fees are not
available to EPE, EPE is entitled to an injunction enjoining the
Def endants’ use of “The Velvet Elvis” mark based upon the
Def endants’ infringenent of EPE s marks by their use of that
mark. See 15 U . S.C. § 1116. W find that enjoining only the
activities that have associated the mark with Elvis Presley wll
not provide EPE with the proper relief.! The Defendants
advertising practices over many nonths i nbued “The Vel vet Elvis”
mark with a neaning directly related to Elvis Presley, which
cannot now be erased by altering the context of the mark’ s use.
Because the Defendants have inbued the mark with an infringing
meani ng, use alone in the future would continue the infringenent
of EPE's marks. On remand, the district court shall enter the

appropriate injunction enjoining the Defendants’ use of “The

11 W state no opinion as to whether “The Vel vet Elvis”
woul d have infringed EPE's marks if the mark had never been used
in ways that connote Elvis Presley. W recognize that such a
ci rcunstance woul d constitute a closer case, but that it is not
t he circunstance before us.
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Vel vet Elvis” mark and grant any other appropriate relief. Al
injunctive relief entered should cover not only the Defendants
and those acting in concert with them but al so their successors
and assi gns.
V. CONCLUSI ON

For the foregoing reasons, we REVERSE the district court’s
judgnment and REMAND this case to the district court to enter
judgnent for EPE and for further proceedings consistent wwth this
opinion. EPE s notion for this court to take judicial notice of
an action of the PTO which was carried with the appeal, is

di sm ssed as noot.
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